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This research aims to investigate the effect of the information communication technology readiness and knowledge management on
entrepreneurial strategic orientation and their implication to firm performance. The methodology of this research was explanatory research
with hypothesis testing for examining seven hypotheses. The study populations were small medium enterprises located in DKI Jakarta,
with a sample size of 392 SMEs. Data for this study were collected using questionnaires, and structural equation modeling (SEM) was
employed for data analysis. The results of this research were as follows: (1) Information communication technology readiness positively
and significantly influenced entrepreneurial strategic orientation; (2) knowledge management positively and significantly influenced
entrepreneurial strategic orientation; (3) information communication technology readiness and knowledge management positively and
significantly influenced entrepreneurial strategic orientation; (4) information communication technology readiness positively and
significantly influenced firm performance; (5) knowledge management positively and significantly influenced firm performance; (6)
entrepreneurial strategic orientation positively and significantly influenced firm performance; and (7) information communication
technology readiness, knowledge management, and entrepreneurial strategic orientation positively and significantly influenced firm
performance. The mediating effect of entrepreneurial strategic orientation increased the effects of information communication technology
readiness and knowledge management on firm performance. The results of this research indicate that the effect of information
communication technology readiness and knowledge management on entrepreneurial strategic orientation, information communication
technology readiness, and knowledge management on entrepreneurial strategic orientation on firm performance of SMEs of Jakarta. All
of seven hypotheses that are proposed in this research can be accepted. Information communication technology readiness as an
independent variable was the strongest influence on entrepreneurial strategic orientation, and entrepreneurial strategic orientation was
the strongest influence on firm performance. This dissertation also discusses the findings and limitations, theoretical and practical
contribution, theoretical and managerial implications of the study, and suggestions for future research.
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Introduction

Entrepreneurial strategic orientation is an aspect of
entrepreneurship that encapsulates a successful strategy (Omasakin,
Nakhid, Littrell, & Verbitsky, 2016). Rauch, Wiklund, Lumpkin, and
Frese (2009) stated that entrepreneurial strategic orientation represents
the policies and practices that provide the basis for entrepreneurial
decisions and actions. Lumpkin and Dess (1996) described
entrepreneurial strategic orientation as a multi-dimensional process
consisting of five dimensions: (1) risk taking, meaning that in running
their business, entrepreneurs, even though they do not yet have

Celem badania było sprawdzenie wpływu gotowości technologii informacyjno-komunikacyjnych i zarządzania wiedzą na orientację strate-
giczną przedsiębiorstwa i ich wpływ na wyniki firmy. Metologią badania była metoda wyjaśniająca z testowaniem hipotezy dla zbadania
siedmiu tez. Populacjami badanymi były małe i średnie przedsiębiorstwa z Dżakarty, z próbą wielkości 392 małych średnich przedsię-
biorstw. Dane do tego badania zebrano za pomocą kwestionariuszy, a do analizy danych zastosowano modelowanie równań struktural-
nych (SEM). Wyniki tych badań były następujące: (1) Gotowość technologii informacyjno-komunikacyjnych pozytywnie i znacząco wpły-
nęła na orientację strategiczną przedsiębiorstwa; (2) zarządzanie wiedzą, na które pozytywny i znaczący wpływ ma strategiczna orienta-
cja przedsiębiorczości; (3) gotowość technologii informacyjno-komunikacyjnych i zarządzanie wiedzą pozytywnie i znacząco wpłynęły na
orientację strategiczną przedsiębiorczości; (4) gotowość technologii informacyjno-komunikacyjnych pozytywnie i znacząco wpłynęła na
wyniki firmy; (5) zarządzanie wiedzą pozytywnie i znacząco wpłynęło na wyniki firmy; (6) przedsiębiorcza orientacja strategiczna pozytyw-
nie i znacząco wpłynęła na wyniki firmy; oraz (7) gotowość do korzystania z technologii informacyjno-komunikacyjnych, zarządzanie wie-
dzą i strategiczna orientacja na przedsiębiorczość pozytywnie i znacząco wpłynęły na wyniki firmy. 
Efekt mediacyjny przedsiębiorczej orientacji strategicznej wzmocnił wpływ gotowości technologii komunikacji informacji i zarządzania wiedzą
na wydajność firmy. Wyniki badania wskazują, że gotowość technologii komunikacji informacji i zarządzania wiedzą mają wpływ na przedsię-
biorczą orientację strategiczną małych i średnich przedesiębiorstw w Dżakarcie. Wszystkie 7 hipotez zaproponowanych w badaniu mogą zo-
stać zaaceptowane. Gotowość technologii komunikacji informacji jako niezależna zmienna miała najsilniejszy wpływ na przedsiębiorczą orien-
tację strategiczną, a przedsiębiorcza orientacja strategiczna miała najsilniejszy wpływ na wydajność firmy. Dysertacja omawia również odkry-
cia i ograniczenia, teoretyczny i praktyczny wkład, teoretyczne i zarządcze implikacje badania, a także sugestie do przyszłych badań. 
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sufficient capacity or experience, dare to take risks in order to seize
opportunities; (2) competitive aggressiveness, that is, in running their
business, entrepreneurs tend to be passionate about competing, to reach
their customers; (3) autonomous, meaning that entrepreneurs have
independence in implementing policies and in making strategic
decisions; (4) proactive, that is, the tendency of entrepreneurs to know
more deeply about the advantages of competitors, as well as the desires
of its customers; and (5) innovation, meaning that entrepreneurs always
want to create a new product or service that is different from what is
available in the market, and for that, they have a tendency to continue
innovating.

From the previous definition, it is clear that entrepreneurial
behaviour is the main and essential element in the entrepreneurial
process. In other words, entrepreneurial strategic orientation refers to
how companies act in the areas of risk taking, innovation, proactivity,
autonomy and competitive aggressiveness. Entrepreneurship
researchers agree that entrepreneurial strategic orientation is
potentially important in measuring the performance of small to medium
enterprises (Omisakin et al., 2016).

Entrepreneurship is the process of creating value by bringing
together a unique set of resources to exploit its entrepreneurial
opportunities (Omisakin et al., 2016). Entrepreneurship is considered a
major key in promoting economic growth, innovation, competitive
advantage and job creation (Johnson, Snowden, Mukhuty, Fletcher, 
& Williams, 2015), and entrepreneurship is also a skill needed by an
entrepreneur to achieve success. Previous studies and policies that have
been made have focused on the conditions needed for entrepreneurship-
the definition of creating new businesses-to good growth (Johnson et al.,
2015). The importance of entrepreneurship activities in society has been
recognised by various entrepreneurial studies (Omisakin et al., 2016),
where it is suggested that entrepreneurial strategies, especially in terms
of entrepreneurial orientation, can make a major contribution to
entrepreneurial performance (Reynolds, 2000).

Entrepreneurship performance/firm performance or entrepreneur
performance is a focus in business studies (Gharakhani & Mousakhani,
2012). However, this phenomenon is also complex and multi-
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dimensional. Performance can be characterised as the company's ability
to create results and actions that are acceptable to all stakeholders
(Gharakhani & Mousakhani, 2012). For many organisations, achieving
improved performance does not only depend on the successful
implementation of tangible assets and natural resources but also on
effective knowledge management (Lee & Sukoco, 2007). Entrepreneurial
strategic orientation is often referred to as an antecedent of corporate
growth, competitive advantage and superior performance (Omisakin et
al., 2016). Previous research as confirmed that there is a positive
association between entrepreneurial strategic orientation and firm
performance (Runyan, Droge, & Swinney, 2008). The success of 
a company depends on entrepreneurial strategic orientation and various
other factors, including age, gender, culture, education, managerial
knowledge, length of time, company size, capital and network
connections (Omisakin et al., 2016). 

Studies on MSMEs and ICT readiness showed that heterogeneity
related to the availability of resources, the role played by the
owner/manager and attitudes towards ICT itself (Parker & Castleman,
2009). Their research also showed differences in abilities, especially with
regard to management and technology (Caldeira & Ward, 2002). Most of
the previous studies on ICT readiness in the context of SMEs focused on
the issue of adoption and its associated effects (Parker & Castleman,
2009). But there is no profile of MSME companies that consistently
discusses their ability to use ICT in a meaningful way. ICT readiness in
SMEs is also constrained by the organisational characteristics of the
SMEs themselves (Kartiwi & MacGregor, 2007). ICT, which will help
improve the competitiveness of MSMEs, is still experiencing major
obstacles in terms of readiness. It is estimated that less than 40% of 56.5
million MSMEs have utilised ICT in running their business (Spinelli,
Romano, & Harindranath, 2013).

In Indonesia, ICT readiness of MSMEs is constrained by
inadequate infrastructure readiness (Sheth & Sharma, 2005), the low
average income of the community (Hawk, 2004) and cultural issues
(Hofstede et al., 2002). The lack of understanding of the strategic role
of ICT in the context of new approaches to marketing, active
relationships with customers and product and service development, as
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well as continuous innovation in products and services, is suspected to
be the low ICT readiness of MSMEs, even though there is a unique
phenomenon, namely, the existence of users online, which has
increased significantly in Indonesia. This study uses the concept of
ICT readiness in the profile of MSMEs in relation to their readiness to
use ICT (Spinelli et al., 2013). Table 1 shows research data from Sosa,
Roy and Bautista (2015) who studied MSMEs in Manzanillo, Mexico,
which faced several obstacles when MSMEs wanted to use social media
networks. This obstacle involves the fact that companies do not fully
utilise social media to increase the productivity and income of MSMEs
(Table 2).

Table 1. Barriers to social media use

BARRIERS TO THE USE OF SOCIAL MEDIA
SMEs

A B C D

Lack of knowledge X X X
Lack of training X X X
Little or any budget for social networks X X X X
Negative perception (it's waste of time) X X

Source: Sosa et al. (2015).

Table 2. Profile of MSMEs in Mexico

PROFILES
SMEs

A B C D

Size
No. of Employees 5 5 15 35
Type of business
Incorporated Yes No Yes Yes
Industry
Tourism and gastronomy Travel agency Restaurant Tour operator Hotel
Geographical Market Worldwide State of Colima Mexico Worldwide Worldwide
Budget
Marketing Informal Informal Informal Informal
Social Networks Informal Informal Informal Informal

Source: Sosa et al. (2015).
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Table 3 shows research data from several researchers regarding the
limitations experienced by MSMEs in the UK and Commonwealth
countries, which are developed countries, in improving their
entrepreneurial strategic orientation and firm performance of MSMEs.

Table 3. Limitations of MSMEs in the UK and Commonwealth countries 
in increasing entrepreneurial strategic orientation and brand firm performance

Lack of financial resources & high cost X X X X X

Insufficient Time & amount of work required 
to maintain Ecommerce X X X X

Insufficient Education/Information into benefits 
& Uncertainty on how to implement X X X

Lack               of               IT 

Expertise/Skills/Training/Personnel X X X X X

Feras & concerns over Security X X X X

Competition X
Applicability of Ebusiness to enterprise X

Legal Issues X

Cultural Barriers & Infrastructure issues X X

Low use by customers & suppliers

Hierarchical Trasnaction Governance X

Lack of Management

Reluctance to use new systems by employees X

Lack of Priority

Source: Compiled from Sosa et al. (2015), Kauffman (2017), and Jayanagara (2022).
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In Indonesia, the trend of entrepreneurship is getting better through
the creation of new companies, local small businesses and the growth of
MSME companies. Entrepreneurial indicators as a whole have improved,
job creation by new companies has continued to increase and optimism
among small business owners has increased. However, many
entrepreneurship indicators were below their peak before the 1998
recession, and some of the entrepreneurship dynamics indicators are still
on a long-term downward trend. While looking at the phenomenon when
this research was conducted, there are at least three big trends that are
shaping the future of entrepreneurship in Indonesia, as well as around
the world. Firstly, there is a new demographic in entrepreneurship. The
Indonesian population has an extraordinary demographic bonus with
racial diversity. By 2050, seven out of every 10 Indonesian adults will
enter a productive age. The productive population dramatically
influences the entrepreneurial network of entrepreneurs, and growth is
linked to a long-term decline in the dynamics of entrepreneurship in
Indonesia. Certain demographic groups are consistently underrepresented
in the entrepreneurial economy, leaving huge gaps in the market.
Minorities own more than half of non-minority businesses, and their
businesses started small and will remain smaller. This gap is, of course,
detrimental to the country. In fact, if minorities start and own
businesses at the same rate as non-minorities do, Indonesia will have
over 1 million additional business entrepreneurs and around 9.5 million
jobs in the economy. Regardless of race, women entrepreneurs account
for less than half of the male entrepreneurs who own a business. While
not a new trend, the persistent gender business gap accounts for an
additional 1.7 million businesses. Adults without a high school degree
account for 11.6 percent of the population, but only 3.4 percent of them
are entrepreneurs. Secondly, there is a new map of entrepreneurship.
Entrepreneurial activity seems to increasingly occur outside the centre
of entrepreneurial stereotypes. Venture capital is more distributed
than it was in the 1980s. Thirdly, there is a new nature of
entrepreneurship. Entrepreneurial companies create jobs, wealth and
innovation. This has been going on for decades. However, technology
has made the act of creation inherently different from that before.
When Facebook achieved the same sales figures in today's dollars, it
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employed only 6,300 people. At the same time, new industries are
opening up, and entrepreneurship opportunities are becoming more
accessible through platforms that reduce barriers to entry (lower
barriers to entry). In this study, an empirical survey was conducted on
MSME companies in the capital city of DKI Jakarta. This study also
explores the theoretical implications of how MSME companies are
conceptualised in the literature related to their use of information
communication technology readiness.

Literature Review

Performance

Performance aims to determine how a company achieves goals or
objective standards (Okeyo, Gathungu, & K'Obonyo, 2016). In business
research, the definition depends on the discipline or field of study. Wu
and Zumbo (2009) associated performance with the value of customers
and other stakeholders of a company. Performance means achieving
stakeholder interests in a way that is superior to competitors (Okeyo et
al., 2016). Therefore, having superior performance requires an
organisation to achieve its goals effectively and efficiently (Gathungu,
Aiko, & Machuki, 2014). Efficiency and effectiveness have become
popular measures, and a series of measures in manufacturing, finance
and marketing have been used in the past. In manufacturing, Kombo,
K'Obonyo, and Ogutu (2015), Atalay, Anafarta, and Sarvan (2013), and
Wu, Zumbo (2009) have advocated measuring five key dimensions,
namely, reliability, quality, product price or cost, and flexibility to
determine performance. The aim is to use a multi-dimensional approach
that takes into account the combination of various factors that affect
performance, thereby combining the interests of shareholders and
stakeholders (Okeyo et al., 2016).

Operationalisation of performance remains a problem in academic
research until this research was carried out. Information is considered 
a contextual issue. Therefore, measurement becomes more of a factor
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than what is being determined and even where and when it is measured.
In business in general, and in more specific fields such as
entrepreneurship, there is a general consensus that the main concern of
a company is performance (Gathungu et al., 2014). Despite this
consensus, there is no agreed-upon performance measure. According to
Odhiambo (2015), previous studies have been carried out to justify the
selection of indicators to measure performance and tend to follow
tradition. Performance measurement has finally changed in the last few
decades, from purely financial indicators to non-financial performance
(Okeyo et al., 2016).

SME owners were described by Stewart and Roth (2001) as growth-
oriented, while Jenkins and Johnson (1997) defined SME
entrepreneurs as individuals who build and manage businesses for the
purpose of furthering personal goals. Carland, Carland, Hoy and
Boulton (1988) described an entrepreneur as an individual who
operates a small business for profit and growth. Carland, Hoy and
Carland (1984) distinguished MSME owners from entrepreneurs in
terms of extension of the small business owner's personality,
continuation of personal goals and generation of family income. This
position was corroborated by Jenkins and Johnson (1997) who showed
that small business owners engage in coherent personal strategies
such as earning a living and having more free time. A high
entrepreneurial spirit among MSME owners increases the formation
and activation of personal strategies that have an impact on business
growth and performance. Entrepreneurial behaviour influences
entrepreneurs and MSME owners in their involvement in business
and product innovation, and market development (Carland et al.,
1984). It is clear that MSME entrepreneurs are involved in business
innovation.

According to Law Number 9 of 1995, Indonesian MSMEs are defined
as small businesses that have assets other than land and buildings equal
to or smaller than 200 million rupiah with an annual turnover of up to 1
billion rupiah. Medium businesses are legal business entities that have
assets between IDR 200 million and IDR 10 billion. In this study, the
reference to Law no. 9 of 1995 is the operational definition of UMKM
(Table 4).
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Table 4. Data Development of micro, small, medium enterprises (MSMEs) 
and large enterprises (UB) for 2012–2013

PERKEMBANGAN DATA USAHA MIKRO, KECIL, 
MENENGAH (UMKM) DAN USAHA BESAR (UB) TAHUN 2012–2013

1 2 3 6 7 8 9 10 11

1 UNIT USAHA (A»»B) (Unit) 56.539.560 57.900.787 1.361.227 2,41
A. Usaha Mikro, 
Kecil dan Menengah (Unit) 56.534.592 99,99 57.895.721 99,99 1.361.129 2.41
(UMKM)
– Usaha Mikro (UMi) (Unit) 55.856.176 98,79 57.189.393 98,77 1.333.217 2.39
– Usaha Kecil (UK) (Unit) 629.418 1,11 654.222 1,13 24.803 3,94
– Usaha Menengah(UM) (Unit) 48.997 0,09 52.106 0,09 3.110 6.35
B. Usaha Besar (UB) (Unit) 4.968 0,01 5.066 0,01 98 1.97

2 TENAGA KERJA (A*B) (Orang) 110.808.154 117.681.244 6.873.090 6,20
A. Usaha Mikro, 
Kecil dan Menengah (Orang) 107.657.509 97,16 114.144.082 96,99 6.486.573 6,03
(UMKM)
– Usaha Mikro (UMi) (Orang) 99.859.517 90,12 104.624.466 88,90 4.764.949 4,77
– Usaha Kecil (UK) (Orang) 4.535.970 4,09 5.570.231 4,73 1.034.262 22,80
– Usaha Menengah(UM) (Orang) 3.262.023 2,94 3.949.385 3,36 687.363 21,07
B. Usaha Besar (UB) (Orang) 3.150.645 2,84 3.537.162 3,01 386.517 12,27

3 PDB ATAS DASAR 
(Rp.

HARGA BERLAKU 8.241.864,3 9.014.951,2 773.086,9 9,38
(A+B)

MiIyar)

A. Usaha Mikro, 
(Rp. 

Kecil dan Menengah 4.869.568,1 59,08 5.440.007,9 60,34 570.439,8 11,71
(UMKM)

Milyar)

– Usaha Mikro (UMi) (Rp. 
Milyar) 2.951.120,6 35,81 3.326.564,8 36,90 375.444,2 12,72

– Usaha Kecil (UK) (Rp. 
Milyar) 798.122,2 9,68 876.385.3 9,72 78.263,1 9,81

– Usaha Menengah(UM) (Rp. 
Milyar) 1.120.325,3 13,59 1.237.057,8 13,72 116.732,5 10,42

B. Usaha Besar (UB) (Rp. 
Milyar) 3.372.296,1 40,92 3.574.943,3 39,66 202.647,2 6,01
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Cont. table 4

1 2 3 6 7 8 9 10 11

4 PDB ATAS DASAR 
(Rp. 

HARGA KONSTAN 2.525.120,4 2.670.314,8 145.194,4 5,75
2000 (A*B)

Milyar)

A. Usaha Mikro, 
(Rp. 

Kecil dan Menengah 1.451.460,2 57,48 1.536.918,8 57,56 85.458,5 5,89
(UMKM)

Milyar)

– Usaha Mikro (UMi) (Rp. 
Milyar) 790.825,6 31,32 807.804,50 30,25 16.978,9 2,15

– Usaha Kecil (UK) (Rp. 
Milyar) 294.260,7 11,65 342.579,19 12,83 48.318,5 16,42

– Usaha Menengah(UM) (Rp. 
Milyar) 366.373,9 14,51 386.535,07 14,48 20.161,1 5,50

B. Usaha Besar (UB) (Rp. 
Milyar) 1.073.660.1 42,52 1.133.396,05 42,44 59.735,9 5,56

5 TOTAL EKSPOR NON (Rp.
MIGAS (A+B) Milyar) 1.185.391,0 1.161.327,5 (24.063,4) (2,03)
A. Usaha Mikro, 

(Rp.
Kecil dan Menengah 166.626,5 14,06 182.112,7 15,68 15.486,3 9,29
(UMKM)

Milyar)

– Usaha Mikro (UMi) (Rp. 
Milyar) 15.235,2 1,29 15.989,5 1,38 754,3 4,95

– Usaha Kecil (UK) (Rp. 
Milyar) 32.508,8 2,74 32.051,8 2,76 (457,0) (141)

– Usaha Menengah(UM) (Rp. 
Milyar) 118.882,4 10,03 134.071,4 11,54 15.189,0 12,78

B. Usaha Besar (UB) (Rp. 
Milyar) 1.018.764,5 85,94 979.214,8 84,32 (39.549,7) (3,88)

6 INVESTASI ATAS 
(Rp. 

DASAR HARGA 2.283.872,9 2.609.778,8 325.905,8 14,27
BERLAKU (A+B) Milyar)

A. Usaha Mikro, 
(Rp. Kecil dan Menengah 1.250.801,1 54,77 1.655.233,5 63,42 404.432,5 32,33

(UMKM) Milyar)

– Usaha Mikro (UMi) (Rp. 
Milyar) 175.529,1 7,69 185.717,2 7,12 10.188,1 5,80

– Usaha Kecil (UK) (Rp. 
Milyar) 452.790,0 19,83 620.216,0 23,77 167.426,0 36,98

– Usaha Menengah(UM) (Rp. 
Milyar) 622.482,0 27,26 849.300,3 32,54 226.818,3 36,44
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Cont. table 4

1 2 3 6 7 8 9 10 11

B. Usaha Besar (UB) (Rp. 
Milyar) 1.033.071,9 45,23 954.545,2 36,58 (78.526,6) (7,60)

7 INVESTASI ATAS 
(Rp.

DASAR HARGA 583.426,4 607.879,3 24.452,9 4,19
KONSTAN 2000 (A+B) 

Milyar)

A. Usaha Mikro, 
(Rp.

Kecil dan Menengah 300.175,7 51,45 341.341,6 56,15 41.165,9 13,71
(UMKM)

Milyar)

– Usaha Mikro (UMi) (Rp. 
Milyar) 44.711,3 7,66 42.053,3 6,92 (2.658,0) (5,94)

– Usaha Kecil (UK) (Rp. 
Milyar) 104.726,4 17,95 111.652,8 18,37 6.926,4 6,61

– Usaha Menengah(UM) (Rp. 
Milyar) 150.738,0 25,84 187.635,5 30,87 36.897,5 24,48

B. Usaha Besar (UB) (Rp. 
Milyar) 283.250,7 48,55 266.537,7 43,85 (16.713,0) (5,90)

Source: http://www.depkop.go.id

Meanwhile, according to data from Bank Indonesia, MSMEs in DKI
Jakarta until this research was conducted amounted to 18,068 MSMEs
(www.bi.go.id).

Information Communication 
Technology Readiness

In today's business environment, more and more organisations are
using information technology to improve their competitive position
(Martínez-Caro & Gabriel Cegarra-Navarro, 2010). Information
communication technology readiness is a term that is applied to assess
the development of ICT (Spinelli et al., 2013). This study uses the
concept of Spinelli et al. (2013) to focus on the development of the ICT
infrastructure at the level of MSME companies. With ICT readiness
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meaning the presence of a series of strategies, organisational and
structural features are prerequisites for MSMEs to be able to fully utilise
the potential of ICT (Dyerson & Spinelli, 2011). In other words, there is
growing interest in exploring the extent to which small companies can
reap the rewards of the strategy, through previous investments in ICT
infrastructure and ICT capabilities. Operationally, this translates into
whether the company has access to up-to-date ICT and importantly
understands what to do with the technology. Haug, Graungaard and
Arlbjorn (2011) argued that although there have been many studies that
have explored the decision to adopt ICT in SMEs, empirical facts show
that attention has been much less (Spinelli et al., 2013). To emphasise
the focus on the decision-making process, Haug et al. (2011) used the
term ICT readiness, which refers to the relevant operational processes
both in selecting ICT projects and in getting companies to accept and
implement ICT projects. These factors include external pressure for
change and experience and support for ICT by senior managers, as well
as employees. However, the study of Haug et al. (2011) is limited to three
longitudinal case studies. Similarly, the notion of ICT readiness is also
evident in the analysis of Chen, Sen and Shao (2006) about the adoption
of web services, where in this case, the simulation is used. Previously
Johnston and Carrico (1998) suggested that organisational readiness
should include both leadership within the managerial team and the
development of an internal knowledge base as a precursor to the
strategic integration of ICT. In contrast, Daniel, Hoxmeier, Smart and
Smart (2004) viewed ICT readiness as varying depending on the culture
and strategic goals of individual companies.

The following are the constituent elements of the ICT readiness
dimension (Dyerson & Spinelli, 2011):

1. Strategic vision: having a strategic and measurable foresight in
preparing ICT for a sustainable competitive advantage.

2. Capabilities in management processes: management has the capability
and capacity to manage ICT readiness processes.

3. ICT application infrastructure: management has the will and ability
to apply ICT in an effort to achieve superior company performance.
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Knowledge Management

Knowledge management is a combination of values, experiences,
contextual information and expert views, which forms a framework for
evaluating and incorporating new experiences and information. Within
organisations, knowledge sharing is adapted into norms, practices and
processes (Ke & Wei, 2007). This construct recognises that knowledge is
an important strategic resource for a company to maintain its
competitive advantage. Knowledge is an asset that needs to be managed
properly (Davenport & Prusak, 1998). Knowledge management is a
concept that emerged in the field of management and was widely adopted
in organisations of developed countries to improve organisational
performance (Gharakhani & Mousakhani, 2012). It is promoted as an
important foundation for companies to develop sustainable competitive
advantages and to stay at the forefront of excellence in the market.

Previous research stated that knowledge management is a source of
sustainable competitive advantage and is the basis for economic
performance (Gharakhani & Mousakhani, 2012). Knowledge
management has become a significant research area in the last two
decades (Maddan, 2009). Novak and Bojnec (2005) stated the
importance of knowledge for economic growth in Slovenia. Knowledge is
an important asset for small and medium companies at times of global
competition (Gharakhani & Mousakhani, 2012). Knowledge
management can determine important factors in the success of MSMEs
(Gharakhani & Mousakhani, 2012). Gloet and Terziovski (2004)
concluded that knowledge management is a conception of and access to
experience, knowledge and expertise that create new capabilities,
enable strong performance and innovation, and leverage added value.
Knowledge management has grown significantly in recent years, where
many researchers and practitioners realise that the potential of
knowledge can stimulate innovation and improve performance
(Cavaleri, 2004). Some researchers defined knowledge management as a
discipline with the aim of promoting knowledge growth, knowledge
communication and knowledge preservation within an organisation
(Steel, 1993) in order to achieve better exploitation of this important
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resource. Knowledge management is important for every modern
organisation. Knowledge management has received attention through
in-depth research, especially in developing countries (Bruton, Dess, &
Janney, 2007).

Entrepreneurial Strategic Orientation

Entrepreneurial strategic orientation has been studied extensively
beyond the last decade (Wiklund, Patzelt, & Shepherd, 2009). Most have
various disciplines in entrepreneurship and strategic management and
thrive on the relationship between entrepreneurial orientation and
performance. Entrepreneurial strategic orientation is proven to have an
atmosphere of entrepreneurship in the company (Okeyo et al. 2016).
Entrepreneurial strategic orientation has become the main concept
formed from several disciplines: entrepreneurship, strategic
management, organisational behaviour, marketing and operations (Dess,
Pinkham, & Yang, 2011). Covin and Slevin (1989) defined
entrepreneurial strategic orientation as a managerial characteristic that
is a combination of risk taking, innovativeness and proactiveness. The
entrepreneurship literature has examined the relationship between
entrepreneurial strategic orientation and firm performance (Wiklund 
& Shepherd, 2005). Empirical evidence from Wiklund and Shepherd
(2001) suggests that entrepreneurial strategic orientation has a positive
effect on a company's performance. Other research studies have found
that entrepreneurial strategic orientation leads to higher market growth
rates and firm performance (Wang, 2008).

The findings of Wiklund and Shepherd (2005) have revealed that
entrepreneurial strategic orientation increases the company's positive
performance. Wiklund and Shepherd (2005), in a study on the influence
of the environment on entrepreneurial strategic orientation and firm
performance in 413 MSMEs in Sweden, found that entrepreneurial
strategic orientation positively influences MSME performance. Lumpkin
and Dess (1996) argued that companies with entrepreneurial strategic
orientation have the ability to find and take advantage of market
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opportunities and can respond to challenges to prosper and thrive in 
a competitive and uncertain environment. These findings indicate that
entrepreneurial strategic orientation improves firm performance.

Conceptual Framework and Hypotheses (Figure 1)

Figure 1. Conceptual framework

Lack of understanding of the strategic role of ICT in the context of
new approaches to marketing, active relationships with customers, and
product and service development, as well as continuous innovation in
products and services, is suspected to be the low ICT readiness of SMEs
(Spinelli et al., 2013). The design of the ICT readiness mechanism by
categorising it specifically becomes the basis for stronger policy support
(Spinelli et al., 2013). In the ICT readiness dimension, it is stated that
through a strategic vision, it is hoped that MSME entrepreneurs have 
a far-sighted vision in the use of ICT in order to achieve a sustainable
competitive advantage. Through capabilities and management processes,
as well as the willingness and ability to apply ICT, MSME entrepreneurs
can maximise their entrepreneurial strategic orientation (Dyerson 
& Spinelli, 2011). Through these processes, the entrepreneurial
characteristics of MSME entrepreneurs become increasingly honed and
skilled. Based on the aforementioned analysis, the hypothesis is built as
follows:
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H1: ICT readiness has a positive effect on entrepreneurial
strategic orientation.

Knowledge is an important asset for small and medium companies in
times of global competition (Gharakhani & Mousakhani, 2012).
Knowledge management can determine important factors in the success
of MSMEs (Gharakhani & Mousakhani, 2012). Gloet and Terziovski
(2004) concluded that knowledge management is a conception of and
access to experience, knowledge and expertise that create new
capabilities, enable strong performance and innovation and leverage
added value. Based on the aforementioned analysis, the hypothesis is
built as follows:

H2: Knowledge management has a positive effect on
entrepreneurial strategic orientation.

The introduction of innovative new technologies supported by
effective and efficient knowledge management (McAdam & Reid, 2001)
enables organisations to gain a sustainable competitive advantage over
their competitors. In addition, it was also stated that ICT readiness
affects average sales growth even higher if MSMEs have a higher
entrepreneurial orientation level. Based on the aforementioned analysis,
the hypothesis is constructed as follows:

H3: ICT readiness and knowledge management
simultaneously have a positive effect on entrepreneurial
strategic orientation.

Abebe (2014) stated that ICT readiness has a significant positive
effect on MSME's average sales growth rate. MSMEs that adopt ICT
have a significantly higher average sales growth rate than MSMEs that
do not adopt ICT. Through previous investments in ICT infrastructure
and ICT capabilities, operationally, this translates to whether the
company has access to up-to-date ICT and, importantly, understands
what to do with the technology. Through the aforementioned analysis,
the hypothesis is built as follows:

H4: ICT readiness has a positive effect on UMKM
performance.

Wang and Yen (2012) found that knowledge has a positive
association with a company's operational performance. Wang and Yen
(2012) found that explicit knowledge sharing was positively associated
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with innovation speed and financial performance. Nilsen, Nordström
and Ellström (2012) suggested that employees find it easier to share
experience-based knowledge. The flow of knowledge among individual
employees, organisational decision-makers and corporate units
produces a strong positive association with innovation (Zhou & Li,
2012). Based on the previous explanation, the hypothesis is constructed
as follows:

H5: Knowledge management has a positive effect on UMKM
performance.

High entrepreneurial orientation among MSME owners increases
the formation and activation of personal strategies that have an
impact on business growth and performance (Omisakin et al., 2016).
Entrepreneurial orientation influences entrepreneurs and MSME
owners in their involvement in business and product innovation, and
market development (Carland et al., 1984). From the results of
Omisakin's et al. (2016) and Carland et al. (1984), it is clear that
entrepreneurs and MSME owners are involved in business
innovation. Therefore, it is assumed that the number of existing
entrepreneurial orientation affects the overall success and
performance of the MSME business. Therefore, the hypothesis is
constructed as follows:

H6: Entrepreneurial strategic orientation has a positive
effect on UMKM performance.

Bergeron (2003) stated that the knowledge management process or
approach consists of eight fundamental components, namely,
acquisition, modification, use, archiving, transfer, translation, access
and completion. Experts have discussed several knowledge management
processes or activities, including the acquisition or creation, storage,
sharing or transfer and the use or application of knowledge (Beckman,
1999; Shearer & Bouthillier, 2002; Wig, 1999). Meanwhile, Johnston and
Carrico (1998) suggested that organisational readiness should include
both leadership within the managerial team and the development of an
internal knowledge base as a precursor to the strategic integration of
ICT. Daniel et al. (2004) viewed ICT readiness as varying depending on
the culture and strategic objectives of the MSME company. These two
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variables are thought to have an influence on the company's
performance. From the aforementioned analysis, the hypothesis is
constructed as follows:

H7: ICT Readiness, knowledge management and entrepreneurial
strategic orientation simultaneously have a positive effect on
UMKM performance.

Research Methods

Based on the strategy in conducting research, this study used a
survey (survey research) using data collection techniques by compiling
questions and asking respondents (Sekaran & Bougie, 2019). Based on
the unit of analysis, this study uses individual units of analysis,
including collecting data from each individual (Sekaran & Bougie, 2019).
The questionnaire distribution period was September–October 2022.
This study used explanatory research that involves analysing the
concepts and problems being studied to identify causal relationships and
then explain the variables that cause the problems being studied. This
study uses information communication technology readiness and
knowledge management as independent variables, and entrepreneurial
strategic orientation as an intervening variable on the dependent
variable MSME performance. This study analyses the relationship
between variables through hypothesis testing (hypothesis testing). The
hypothesis being tested is the result of modeling based on theories and
models that have been tested from the results of previous studies.
Structural equation modeling (SEM) is used to examine the relationship
between variables. SEM is a multivariate analysis method, which is a
combination of path analysis and factor analysis, to empirically test the
measurement model and structural model built using certain theoretical
studies. Several other terms from SEM are latent variable analysis,
covariant structural analysis, linear structural relationship (LISREL)
(Hair, Hult, Ringle, & Sarstedt, 2013).
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Research Results and Discussion

Respondent demographic data

At this stage, an analysis of respondents' profile and other
information related to MSME respondents in DKI Jakarta was carried
out, as stated in the first part of the questionnaire. The analysis was
carried out one by one based on the questions in the questionnaire.
Based on the results of data collection by distributing questionnaires to
MSME respondents in DKI Jakarta, the characteristics of each
respondent can be identified with the hope that this information can be
used as input for MSME managers in DKI Jakarta. The characteristics
of the respondents who have been determined consist of five
characteristics: (1) gender, (2) age, (3) formal education, (4) length of
business and (5) turnover per year.

Gender
Table 5 data show that the majority of the sex of the respondents is

male, that is, 287% or 73.2% of respondents, and only a small proportion
is female, that is, 105% or 26.8% of respondents.

Table 5. Gender

Gender Frequency Percentage

Male 287 73.2
Female 105 26.8

Total 392 100

Source: SPSS 24 output appendix.

Age
Table 6 shows that that most of the respondents were 35–45 years

old, that is, 170% or 43.4% of respondents, and only a small proportion
of respondents were < 35 years old, that is, 104% or 26.5% of
respondents.

90

The effect of information communication technology readiness and knowledge management on entrepreneurial strategic orientation and its implications on firm performance

wwwwww..mmiinniibb..ppll



Table 6. Age

Age Frequency Percentage

< 35 years old 104 26.5
35–45 years old 170 43.4
> 45 years old 118 30.1

Total 392 100

Source: SPSS 24 output appendix.

Formal education
Table 7 shows that formal education of respondents were mostly S1 level,

that is, 268% or 68.4% of respondents, and only a small number of respondents'
education types are at S3 level, that is, 3% or 0.8% of respondents.

Table 7. Formal education

Formal education Frequency Percentage

Elementary-senior high school 68 17.3
Bachelor 268 68.4
Master 53 13.5
Doctoral 3 0.8

Total 392 100

Source: SPSS 24 output appendix.

Length of business
Table 8 shows that the length of business is mostly > 5 years, that is, as

many as 181% or 46.2% of respondents, and only a small proportion of
respondents are in business of < 1 year, that is, 56% or 14.3% of respondents.

Table 8. Length of business

Length of business Frequency Percentage

< 1 year 56 14.3
1–5 year(s) 155 39.5
> 5 years 181 46.2

Total 392 100

Source: SPSS 24 output appendix.
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Turnover per year
Table 9 shows that most of the turnover per year is at 100–150

million, that is, 185% or 47.2% of respondents, and only a small
proportion of respondents are at <100 million, that is, 54% or 13.8% of
respondents.

Table 9. Turnover per year

Turnover per year Frequency Percentage

< 100 IDR million 54 13.8
100 — IDR 150 million 185 47.2
> IDR 150 million 153 39.0

Total 392 100

Source: SPSS 24 output appendix.

In Table 10, each variable gets a Cronbach's alpha value of > 0.6,
meaning that the instrument can be said to be reliable.

Table 10. Research variable reliability test results

No Variable Nilai Cronbach's alpha Decision

1 ICT readiness 0.924 Reliable
2 Knowledge management 0.932 Reliable
3 Entrepreneurial strategic orientation 0.938 Reliable
4 Firm performance 0.939 Reliable

Source: SPSS 24 output appendix. Reliability Test.

The model standardised image displays a complete model trajectory
diagram with numbers that are standardised results (Figure 2).

The standardised solutions model image displays a model trajectory
diagram complete with numbers that are the results of standardised
(Figure 3).
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Figure 2. Structural equation modeling (Standardised Solutions)

Source: Processing Results with LISREL 8.80.

Figure 3. Structural equation modeling (T values) 

Source: Processing results with LISREL 8.80.
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The t-values model image displays a complete model trajectory
diagram with numbers indicating the t-value of each estimated number.
In the results of data analysis using the Structural Equation Modeling
(SEM) method and using the LISREL 8.80 application software
processing tool, a summary of the model suitability index is obtained, as
shown in Table 11.

Table 11. Model fit index

GOF indicator Expected size Estimated results Conclusion

Absolute fit size

RMSEA RMSEA < 0,08 0,073 Good fit

Incremental fit size

NFI NFI > 0.99 0,91 Good fit
NNFI NNFI > 0,90 0,92 Good fit
CFI CFI > 0,90 0,92 Good fit
IFI IFI > 0,90 0,92 Good fit
RFI RFI > 0,90 0,91 Good fit
GFI GFI > 0,90 0,92 Good fit
AGFI AGFI > 0,90 0,90 Good fit

RMSEA: The Root Mean Square Error Approximation
NFI: Normed-Fit Index
NNFI: Non Normed-Fit Index
CFI: Comparative Fit Index
IFI: Incremental Fit Indices
RFI: Relative Fit Index
GFI: Goodness of Fit Index
AGFI: Adjust Goodness of Fit Index

Source: Processing results with LISREL 8.80.

Table 11 shows that eight model suitability indices have a good model
suitability index (good fit): RMSEA, NFI, NNFI, CFI, IFI, RFI, GFI and
AGFI. Thus, it can be used in the next analysis. Furthermore, Figures 4
show estimation results of structural equations. 
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Figure 4. Structural Models (Estimates) 

Source: Processing results with LISREL 8.80.

The model estimates image displays a complete model trajectory
diagram with numbers which are non-standardized estimation results,
while in this section relates to the evaluation of the coefficients or
parameters that indicate a causal relationship or the influence of one
latent variable on another latent variable. The resulting structural
model equation is given in Table 12.

The value of the coefficient or parameter is a previously estimated value
that is used as a comparison of the t-value to test the hypothesis of the
study. The results of this evaluation is summarised Table 13, which is
accompanied by the assumptions of the hypotheses of the research model.
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Table 12. Direct and indirect results of SEM

Source: Processing results with LISREL 8.80.

Table 13. Structural equation modeling coefficient evaluation

Path Estimated t-value Conclusion

ICT readiness has a positive effect and significantly 
on entrepreneurial strategic orientation 0.48 8.29 Accepted 

Knowledge management has a positive effect and 
significantly on entrepreneurial strategic orientation 0.25 4.79 Accepted

ICT readiness and knowledge management have 
Fvalue R Square

a positive effect and significantly on entrepreneurial 
strategic orientation

212.651 0.34 Accepted

ICT readiness has a positive effect and significantly 
on firm performance 0.21 5.14 Accepted

Knowledge management has a positive and significant 
effect on firm performance 0.17 4.87 Accepted

Entrepreneurial Strategic Orientation has a positive 
effect and significantly on firm performance 0.69 13.75 Accepted

ICT readiness, knowledge management and 
Fvalue R Square

entrepreneurial strategic orientation simultaneously have 
a positive and significant effect on firm performance

235.529 0.80 Accepted

Source: Processing results with LISREL 8.80.
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Conclusions and Future Research

This study found that ICT readiness and knowledge management
have a positive influence on entrepreneurial strategic orientation and
have implications for firm performance, which can be described as
follows:

1. This study found that ICT readiness has a positive and significant
effect on entrepreneurial strategic orientation. The implication is that
to improve entrepreneurial strategic orientation, ICT readiness
should be improved. Efforts to improve ICT readiness include striving
to introduce employees to the latest products on the market, using the
latest equipment in producing goods/services and utilising social
media in marketing products/services.

2. This study found that knowledge management has a positive and
significant effect on entrepreneurial strategic orientation. The
implication is that to improve the entrepreneurial strategic
orientation, knowledge management should be improved. Efforts to
improve knowledge management include utilising knowledge in
creating added value; applying knowledge to solve existing problems
and supporting collaboration between individuals in creating
knowledge.

3. This study found that ICT readiness has a positive and significant
effect on firm performance. The implication is that to increase firm
performance, ICT readiness should be improved. Efforts to improve
ICT readiness include striving to introduce employees to the latest
products on the market, using the latest equipment in producing
goods/services and utilising social media in marketing
products/services.

4. This study found that knowledge management has a positive and
significant effect on firm performance. The implication is that to
improve firm performance, knowledge management should be
improved. Efforts to improve knowledge management include utilising
knowledge in creating added value, applying knowledge to solve
existing problems and supporting collaboration between individuals in
creating knowledge.
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5. This study found that entrepreneurial strategic orientation has 
a positive and significant effect on firm performance. The implication
is that to improve firm performance, it is necessary to improve
entrepreneurial strategic orientation. Efforts to improve the
entrepreneurial strategic orientation include daring to take risks to
stay innovative even if it costs more, seeking to respond to any
competitor's actions and creating products/services that are unique
and that is not yet available in the market.

6. This study found that of ICT readiness and knowledge management
have a positive and significant influence on entrepreneurial
strategic orientation. The implication is that to increase
entrepreneurial strategic orientation, it is necessary to improve ICT
readiness and knowledge management. Efforts to improve the
effectiveness of ICT readiness and knowledge management include
striving to introduce employees to the latest products on the
market, using the latest equipment in producing goods/services,
utilising social media in marketing products/services, utilising
knowledge in creating added value, applying knowledge to solve
existing problems and supporting collaboration between individuals
in creating knowledge.

7. This study found that ICT readiness, knowledge management and
entrepreneurial strategic orientation have a positive and significant
influence on firm performance. The implication is that to increase
firm performance, it is necessary to improve ICT readiness,
knowledge management and entrepreneurial strategic orientation.
Efforts to improve ICT readiness, knowledge management and
entrepreneurial strategic orientation include trying to introduce
employees to the latest products on the market, using the latest
equipment in producing goods/services, utilising social media in
marketing products/services, utilising knowledge in creating added
value, applying knowledge to solve existing problems, supporting
collaboration between individuals in creating knowledge, daring to
take risks to remain innovative even though it costs more;
attempting to respond to every competitor's actions and creating
products/services unique and that are not yet available in the market.
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Future research

After conducting this research, based on empirical findings, the
author conveys several suggestions in an effort to improve ICT readiness
and knowledge management by mediating entrepreneurial strategic
orientation on firm performance. Based on the results of research and
discussion, the following suggestions can be put forward:

1. In future research, it is necessary to include the innovativeness
variable inherent to the characteristics of entrepreneurs or
entrepreneurs, where innovation can be seen in product innovation, as
well as innovation in processes, where innovation is closely related to
MSME performance.

2. Future research needs to explore ICT indicators such as trying to
introduce employees to the latest products on the market, using the
latest equipment in producing goods/services, utilising social media in
marketing products/services, using brochures in promoting
products/services and having a commitment to always provide
satisfaction for customers, and shared vision and goals are necessary
for the success of an organisation.

3. Future research needs to exploit the effectiveness of knowledge
management indicators such as utilising knowledge in creating added
value, applying knowledge to solve existing problems, supporting
collaboration between individuals in creating knowledge, creating
knowledge by combining knowledge from staff, incorporating new
knowledge in conducting training and supporting cooperation with
other organisations in creating knowledge.
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